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Ecuador's Finance Minister Carlos Davalos submitted his resignation on June 26, citing differences
with President Fabian Alarcon. The resignation confirmed rumors of an impending overhaul by
Alarcon of his economic team and comes less than a month after the president formed his cabinet. It
also comes as the government grapples with a US$900 million budget deficit.
Speculation is widespread that central bank director Fidel Jaramillo could also leave, and changes
are expected as well in the Junta Monetaria, which charts monetary policy, and the Consejo
Nacional de Modernizacion (CONAM), the government body in charge of privatizing state assets.
US analysts said the resignation indicates an ever- widening rift between the politicians and
the technocrats in the Alarcon government. A key issue is the reluctance of Alarcon to raise fuel
prices and taxes in an attempt to slash the deficit to US$400 million. Alarcon, who was elected by
the Congress in March to replace the ousted Abdala Bucaram, reportedly favors strengthening
measures to fight tax evasion and irregularities in customs to remedy the government shortfall (see
NotiSur, 02/07/97 and 04/11/97).
According to Pablo Goldberg, economist with Smith Barney, Alarcon's position puts the technocrats
including Jaramillo and Junta Monetaria president Danilo Carrera in a difficult position. Without
stringent fiscal measures, Ecuador cannot satisfy the Paris Club creditors, which will, in turn,
impede new loans from the International Monetary Fund (IMF), said Goldberg. Most important,
according to Santander Securities analyst Siobhan Manning, will be whether Jaramillo and Carrera
also throw in the towel. Manning said Jaramillo is a key player because of his strong ties within the
US investment community. "Jaramillo's resignation would be catastrophic," said Manning.
Alarcon denied reports of a crisis with his economic team following the resignation of Davalos.
"There have been no disagreements with economic policy," said Alarcon. In fact, he said, the entire
team left for the US for meetings with officials of international lending institutions such as the
World Bank and the Inter-American Development Bank. The president reiterated that he is the
decisionmaker in his administration and said he would do his best to give the economy "a human
face" and avoid painful economic measures that would hurt Ecuador's middle and lower classes.
(Sources: Reuter, Spanish news service EFE, United Press International, 06/26/97)
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